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New Director

Named

Governor Christine Todd Whitman
has announced the nomination of
Richard D. Gardiner as Director of
the Division of Taxation. Pending
Senate confirmation, Mr. Gardiner
was appointed Acting Director ef-
fective June 1, 1994,

State Treasurer Brian Clymer de-
scribed Mr. Gardiner as” atop-notch
professional who understandsevery
aspect of thetax system.” Headded,
“| expecttowork closely with himas
the Governor works to restructure
our tax system.”

A career publicservant, Mr. Gardiner
began his State career in 1959 asan
Examiner withthe Corporation Tax
Bureau. In 1966, Mr. Gardiner was
selected to organize the Sales Tax
Bureau. Headvanced to Supervising
Auditor in 1968 and was placed in
chargeof theAuditand Compliance
Section of that Bureau.

Following acompl etereorganization
of the Division, Mr. Gardiner was
promoted to Chief of the Processing
Branchin 1971 and was named As-
sistant Superintendent of Collection
and Enforcement in 1977 and Super-
intendent of Collectionand Admin-
istrationin 1979.

In1983, Mr. Gardiner wasappointed
to Assistant Director of Investiga-
tions/Special Procedures. In 1984,
hewaselevated to Deputy Director.
HeservedtheDivisioninthiscapac-
ity through May 31, 1991. He
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graduated from Mount St.
Mary’sCollegein 1958 witha
B.S. degreein businessadministra-
tion with amajor in accounting.

Income Tax
Threshold Raised

P.L. 1994, c.8, approved March 16,
1994, increasestheminimumincome
required to be subject to New Jersey
Gross Income Tax. Effective Janu-
ary 1, 1994, the threshold was raised
from$3,000to $7,500for individuals
filing as single, head of household,
qualifyingwidow(er) or married, filing
jointreturn, and estatesandtrusts. For
married personsfiling separately, the
threshold was raised from $1,500 to
$3,750.

continued on page 2
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Lmmportant
phone
numbers
Taxpayer Hotline ....... 609-588-2200
Recorded Topics.......... 800-323-4400
Speaker Programs...... 609-588-3179
NJ TaxFaX ....ccccoeeveennns 609-588-4500

Alcoholic Bev. Tax...... 609-984-4121
Corporate Mergers, Withdrawals &
Dissolutions.... 609-292-5323
Corporate Tax Liens .. 609-292-5323
Director’s Office ........ 609-292-5185
Inheritance Tax .......... 609-292-5033
.......................... 609-292-5035
.......................... 609-292-7147
Local Property Tax ..... 609-292-7221
Motor Fuels Tax Refunds
.......................... 609-292-7018
Public Utility Tax ....... 609-633-2576
Tax. Registration........ 609-292-1730
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Beginning with tax year 1994, a
singleindividual, married couple, or
estate or trust with grossincome for
theyear of $7,500 or less ($3,750 for
married personsfiling separately) has
no tax liability to New Jersey. This
meansthat many |ow incomepersons,
senior citizens, students and others
whohadtofileNew Jersey incometax
returns in the past will no longer be
required to file. However, taxpayers
whoseincomeisbel ow theminimum
still have to file areturn to claim a
Homestead Property Tax Rebateor to
getarefund if they had tax withheld
from wages or made estimated tax
payments.

Part-year Residents

Part-year New Jersey residents are
subject to tax if their income for the
entire year exceeds $7,500 ($3,750
for married personsfilingseparately),
even if the income reported for the
period of New Jersey residence was
$7,500 or less ($3,750 for married
personsfiling separately).

A New Jersey incometax return must
be filed by a part-year resident who
receives any income (whether from
New Jersey sourcesor not) duringthe
part of the year spent asaresident of
this State. However, no New Jersey
incometaxisdueif theincomeapart-
year resident received during the en-
tire year was $7,500 or less ($3,750
for married personsfilingseparately).
A copy of the Federal income tax
return should be attached to the
taxpayer’s part-year return, or, if no
Federal incometax returnwasfiled, a
statement totheeffect thatincomefor
theentireyear was$7,500 ($3,750) or
less.

Nonresidents

Nonresidentswhoreceiveany amount
of income from New Jersey sources
during the year must file a New

Jersey nonresidentincometax return.
No tax is due if a nonresident’s in-
come from all sources (both inside
and outside New Jersey) for the en-
tire year was $7,500 or less ($3,750
for married personsfiling separately).

Exemption from Withholding

Asaresult of thechangeinthemini-
mum incomeregquirement, someem-
ployees may no longer be subject to
New Jersey incometax withholding.
TheDivision of Taxation hascreated
the Employee’ sWithhol ding Exemp-
tion Form (Form NJ-W4-E) for use
by employees who claim they are
exempt fromwithhol ding becausethey
expect theirincomefor theyearto be
less than the minimum amount.

Employers must furnish Form
NJ-W4-E to their employees, but
employees are not required to com-
pleteit. Employersmay not withhold
tax from the wages of an employee
who has given them a completed
Form NJ-W4-E certifying that he or
shemeetsthe minimumincomecon-
ditions for the current year. If an
employee does not complete Form
NJ-W4-E, the employer usesthein-
formation ontheemployee’ sFederal
W-4 or NJ-W4 Form for New Jersey
withhol ding purposes.

CauTion: Employeeswho complete
Form NJ-W4-E indicating that they
are exempt from New Jersey with-
holding may owe New Jersey income
tax when they fileareturn at the end
of theyear if theirincomefor theyear
exceeds $7,500 ($3,750 for married
personsfiling separately). Anunder-
payment penalty may be imposed if
the amount of tax due exceeds $100.

Interest 9% for

Second Quarter

The interest rateassessed onamounts
due for the second quarter of 1994

remainsat 9%. Thisrateiscalcu-
|lated asfollows:
6% (prime) + 3% = 9%,
compounded annually

The assessed interest rate history
islisted below.

Effective Interest
Date Rate
10/1/93 9%
1/1/94 9%
4/1/94 9%
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Reduced Sales
Tax in Salem
County

EffectiveJuly 1, 1994, certain sales
madeby businesses|ocatedin Salem
County will becometaxableat asales
tax rate of 3% instead of 6%.

The 3% sales tax rate will apply to
retail salesof tangiblepersonal prop-
erty, except as otherwise noted. To
qualify for the 3%rate, the salemust
be made from a place of business
regularly operated by thevendor for
the purpose of making retail salesat
whichitemsareregularly exhibited
and offeredfor retail saleand which
isnot utilized primarily for the pur-
poseof catalogueor mail order sales.
Also, the merchandise must be or-
dered in person by the purchaser at
the place of business in Salem
County.

ItemsEligiblefor the3% Sales
Tax Rate

Ingeneral, thereduced 3% sal estax
rateappliestoretail salesof tangible
personal property. Tangiblepersonal
property meansgoods, merchandise
and wares. Thefollowing are some
examples of property that are con-
sideredtangiblepersonal property.

» Booksand Stationery

« Furnitureand Carpeting

» Appliances(e.g.,radios, tv’'s, etc.)

 BusinessSupplies/Equipment

» Computer Hardware

» Tobacco products other than
cigarettes

- Toys

» Jewdry

+ Cosmetics& Toilet Goods

« Luggage, Handbagsand Wallets

» Lumber, Plumbing & Electrical
Supplies

Retail SaleslIneligiblefor the3%
Sales Tax Rate

Thefollowing are not eligiblefor the
reduced 3% sales tax rate. Vendors
must collect tax on thesetransactions
at thefull 6% salestax rate. (Vendors
areliablefor any salestaxesthat arenot
collected and remitted to the State.)

+ Motorvehicles

« Alcoholicbeverages

« Cigarettes

 Catalogueor mail order sales

» Sales of services (e.g., mainte-
nance and repairs)

» Prepared food,
beverages

» Teephoneandeectronically com-
muni cated sales

« Sdlesmadefromlocationsoutside
of the county

» Charges for room occupancy,
admissionsand amusements

meals and

Remitting Sales Tax

Reduced SalesTax. If the3%reduced
salestax is collected, Form ST-451,
New Jer sey Salesand Use TaxMonthly
Remittance—SalemCounty, and Form
ST-450, New Jersey Sales and Use
TaxQuarterly Return—SalemCounty,
must befiledin placeof FormsST-50
and ST-51. Returns and payments
must be sent to the Division of Taxa-
tion at the address provided on the
form.

State Sales Tax. If the reduced sales
taxiscollected, vendorswill nolonger
file the Sales and Use Tax Monthly
Remittance (Form ST-51) and Sales
and Use Tax Quarterly Return (Form
ST-50), except for the Salesand Use
Tax Quarterly Return for the second
quarter, due July 20, 1994. Detailed
instructions will be sent to vendors
withtheSalem County salestax forms.

Consolidated Reporting. If avendor
iscurrently filingaConsolidated Sales

Tax Return, Form ST-52,

forany business located in Salem
County, the vendor will now be re-
quired to file Forms ST-450 and ST-
451 toreport thetransactionsfromthe
Salem County business. Receiptsre-
ported on the New Jersey Sales Tax—
Salem County return should be ex-
cluded from the Consolidated Sales
Tax Return.

Financial Business
Tax Repealed

In accordance with the provisions
of Chapter 295, Laws of 1993, the
annual excise tax imposed on unin-
corporated financial businesses
since 1946 has been repealed. Asa
result, the tax presently imposed
upon partnerships, associations
and individuals doing a financial
business in New Jersey, calcu-
lated at the rate of 1-1/2% of the
adjusted net worth, isno longer due
effective January 1, 1994.

NoTE: This does not affect corpo-
rations qualifying as financial busi-
ness corporations in accordance with
N.J.S.A.54:10A-4(m).

INHER_’ITANCE/ESTATE_TAX
Waliver Require-

ments Unchanged

Despite the many changesin the ad-
ministration of theNew Jersey Trans-
fer Inheritance Tax, both statutory and
procedural, thestatuteregarding“ Con-
sentsTo Transfer” (Waivers) has not
been rescinded nor revised in any
manner.

In estates of decedents dying on or
after July 1,1988, Class“A” beneficia
riesof an estatearefully exempt from
New Jersey Transfer Inheritance Tax
and Class" C” beneficiaries, asof that

continued on page 4
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" date, each receive an exemption
fromthetaxintheamount of $25,000.
However, contrary to what seems to
beagrowingmisconception, any waiver
requirementsthat existed priortothese
changescontinuetobevalid statutory
requirements subsequent to the
changes.

The Transfer Inheritance Tax Branch
isexperiencinganincreaseininstances
where delinquent tax collections are
beingpaidby Attorneys, CPA’s, Title
Companies, Banking Institutions, etc.
duetonegligenceinfailingtoobtaina
waiver for the transfer of decedent’s
assetswhen required.

Many of thecollectionsfrom members
of thisgrouparetheresult of not having
obtainedawaiver beforetransferringa
decedent’s interest in real property
locatedin New Jersey. Inthisregard,
tax hasbeen collected from represen-
tativesof thesellerwhofailedtoobtain
awaiver and, in someinstances, from
representativesof thebuyerwhofailed
toinsist on arequired waiver prior to
closing.

Since most of these violations do not
surfaceuntil many yearsafter thesae
of the property, when the buyers at-
tempttosell, thereistheadded burden
of interest at the rate of 10% per
annum, from eight months after the
decedent’ sdate of death. Thereis, of
course, no unavoi dablecauseof delay
in the payment of the tax and, there-
fore, interest cannot be reduced.

The Transfer Inheritance and Estate
Tax Branchadvisespreparersof trans-
fer inheritance tax returns and estate
representativesto bevery cautiousin
this area. There are no acceptable
excusesfor non-complianceandnone
shall beentertained.

Use Tax Billing

In the spring of 1994, the Audit Ser-
vices Branch sent out over 6,000 bills
to individuals for Use Tax including
penalty andinterest. Thesebillswere
theresult of out-of-state taxpayer pur-
chases of merchandise that was
shipped to a New Jersey address.

Use Tax isdue 20 days after purchases
enter New Jersey. State Form ST-18
should be used to remit Use Tax on a
timely basis. Usetax may also bere-
mitted on Line 35 of the taxpayer’s
NJ-1040 form.

Doctor Self Audit
Program

The Division of Taxation recently
started ausetax self audit program for
doctors who are licensed to practice
medicinein New Jersey. Thisprogram
wasinitiated based on the results of a
series of recent test audits that indi-
cate the medical community is not
meeting itsobligations under the Sales
and Use Tax Act. Theperiod covered
by the self audit islimited to thethree
year period of July 1, 1991 through
June 30, 1994.

During thefirst week of June, the Di-
vision mailed gpproximately 26,000 self
audit packages. These packages con-
tained aletter explaining the program,
instructions on compl eting the audit, a
questionnaire, alist of itemscommonly
purchased by doctors and whether
they are taxable or non-taxable,
worksheetsfor listing untaxed, taxable
purchases and asummary report to be
used for remitting usetax.

The program alowsdoctors until Sep-
tember 20, 1994 to report and pay any
unreported use tax together with the
minimum interest allowed by law. Af-
ter that date, late filing and payment
penaltiestotaling 30% will be added to
any underpayment.

Whilethisisasdf audit program de-
signed to minimize the effort neces-
sary to bring non-filing taxpayersinto
compliance, it is not voluntary.
Those doctorswho fail to respondto
the notice or appear to substantially
under-report their ligbility will becon-
tacted. This contact may resultin a
field audit for aperiod of up to seven
years. Any additional tax discov-
ered will be subject to maximum
penalty and interest.

Self audit programs are one of sev-
eral methods currently being used to
bring taxpayersinto compliancewith
their use tax responsibilities. Ques-
tions regarding use tax may be an-
swered by contacting the Division's
Taxpayer Information Service.

Tax Assessor
Certificates

Twenty-four personsqualified to be-
comemunicipal tax assessorsby pass-
ingthetax assessor’'sexaminationheld
on March 19, 1994,

Atlantic County: Gilbert F. Bosies,
Egg Harbor City; Maryanne C.
Lorenzi, Margate City

Bergen County: Derek P. Eisenberg,
Engelwood City; Evan K. Elias,
Closter Boro; Joseph J. McKeon,
Ridgewood Village; Joyce Ranone,
Carlstadt Borough; James S. Rizzo,
Teaneck Township; Michagl Baldwin
Weber, Dumont Borough

Burlington County: James J.
Renwick, Maple Shade Township

Camden County: John A. Dymond,
Merchantville Borough

Essex County: KevinJ. Dillon, West
Orange Township; Samuel Stubbs,
South Orange Village

continued on page 5
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Hudson County: Arlene Reiner,
Secaucus Town

Monmouth County: Jeremiah J.
Bowen, Long Branch City; Kenneth
L. Walker, Jr., Shrewsbury Borough

Morris County: Susan |. Cusano,
Morris Township; Bruce H. Down-
ing, Parsippany-Troy Hills Township;
BarbaraGothie, Denville Township

Ocean County: Mark M. Callozzo,
Dover Township; Marilyn Rogers,
Brick Township

Passaic County: Gale Barth, West
Milford Township; Ellen Skoler

Garfing, Wayne Township;
Mohammad Imran, Ringwood
Borough

Union County: Michael J. Frangella,
Linden City

The tax assessor examination is held
in accordance with the A ssessor Cer-
tification and Tenure Act, which re-
guires that anyone taking office as a
tax assessor after July 1, 1971 must
hold atax assessor certificate. Thenext
exam is scheduled to be held on
September 24,1994,

LOCAL PROPERTY TAX

Revised SR-1A Form

The SR-1A, created in 1957 asale-
gal extension of the deed recording
process, has been revised in order to
provide for the capturing of certain
information, which when present on
the SR-1A will minimizeinquiriesto
the assessor for thisinformation. The
changesto the SR-1A form consist of
two new fieldslocated in Section Two
of the document and an expanded area

for assessor’s“ Remarks.”

Thetwo fields added to Section Two
are entitled “Floor Area” and “Year
Built.” The municipal tax assessor

may completethe“Floor Area” field
by including the gross square footage
of theimprovement or improvements
conveyed by the transfer of real es-
tate. The “Year Built” field should
include the actual year in which the
improvement(s) were constructed.
Theillustration below showsthetwo
new fields of data for the revised
SR-1A form.

The revisions have been discussed
with and endorsed by a sampling of
tax assessors, the New Jersey Asso-
ciation of County Tax Board Com-
missionersand County Tax Adminis-
trators, the New Jersey Board of Real
Estate Appraisers and the New Jer-
sey Real Estate Commission.

The data to be included in the revi-
sions has always been of invaluable
assistance to realtors and appraisers.
Whilethe new informationwill require
the SR-1A to undergo additional ad-
justmentswithin the parametersof the
MOD IV System, accurate entry of
this data by assessors should effec-
tively reduce the number of realtors

and appraisers reguests to

review property record card data

to determine a final estimate of real
property value.

The additional datawill not be man-
datory for the July 1, 1994 to June
30, 1995 sampling period. However,
therevised SR-1A formswill bedis-
tributed to all county board of taxa-

tion offices prior to July 1994. As
sessors are strongly urged to employ
the new fields on the appointed date
andtoreview all of the proper proce-
duresfor completion of Section Two
of the SR-1A form outlined in Sec-
tion 1002.33 of the Handbook for
New Jersey Assessors.

L astly, assessors should be awarethat
the “Remarks’ area in Section Two
has now been expanded. In the past
computerization replaced the manual
systems many taxing districts em-
ployed for the continuous processing
of SR-1A's, and the“ Remarks” field
had diminished. As a result, the
assessor'scommentswere necessarily

continued on page 6
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" reduced. Assessorswill now find
additional space wherethey may en-
hance their commentswith more sub-
stantive data pertaining to the usabil -
ity or nonusability of aparticular sale.
Thisshould assist everyoneinvolved
inthe processof the Sales Ratio study,
and ultimately lead to a more accu-
rate Table of Equalized Vauationsas
promulgated by the Director of the
Division of Taxation.

LOCAL PROPER'I:Y TAX ]
Sales Ratio Policy
Unchanged

“Guidelines’ established by the L ocal
Property Branch on March 27, 1981
toimplement the“ Categories of Non-
Usable Deed Transactions” under
N.JA.C. 18:12-1.1for purposesof the
Sales Ratio Program wererecently re-
viewed to ensure greater uniformity
intreatment by Property Administra-
tionfield staff, thereby increasing the
accuracy of the Table of Equalized
Valuations promulgated by the Direc-
tor of the Division of Taxation. Sales
ratio data comparing real estate sales
prices to assessment values form the
basisof the Equalized Valuation Table
used in the cal culation and apportion-
ment of State School Aid.

Over the years, policies have been
developed for 27 categories of non-
usable deed transactions which may
be excluded from the Table. As part
of the recent review, the Division's
position on property transfers which
have been the subject of tax appeals,
Non-Usable Category 26, wasreevalu-
ated and confirmed.

Inan Attorney General’sopinion dated
August 22, 1966, Leon S. Wilson
stated, in part: “An assessment sub-
jected to arbitration, discussion or
judgment by any party other than the
assessor must to some degree render

the assessment not the product of the
assessor’s unfettered determination.”
Attorney General Wilson recom-
mended that the result of the con-
sent judgment be disregarded as not
representative of the valuation of the
assessor.

Sales of real property for which the
assessments were revised by consent
judgment within the year sold are con-
sidered “usable” for sales ratio pur-
poses, provided there are no other non-
usablefactorsaffecting value. Thera-
tio of these sales is computed on the
municipal tax assessor’sorigina assess-
ment as per the Tax List of January 1.
It must be noted, however, that sales
in the year of consent judgment may
be non-usableif there arerevaluation/
reassessment omissions, mistakes in
measurements asreflected on the prop-
erty record card, or wrongful property
classfications, eg., aClass2 three-fam-
ily parcel placed in the Class 4 com-
mercia category. Where atax appeal
has been filed within the two years
prior to sale, the transaction is non-
usable.

There is no basis for a policy change
by the Division of Taxation at thistime.

FreezeAct

In accordance with N.J.S.A. 54:3-26,
judgmentshave abinding effect known
astheFreeze Act. If nofurther appeal
ismade from the judgment of acounty
board of taxation, the assessed value
must remain in effect for the assess-
ment year and two subsequent years,
unless otherwise stipul ated by the par-
ties themselves. The Supreme Court
of New Jersey hasheld that the Freeze
Actistriggered not only by adjudicated
judgments but by judgments based on
settlements as well. The distinction
between judgments resulting from ad-
versary presentation and those of mu-
tual agreement of the parties was de-
cided to be legally unsound. Thus,

property sales occurring in the two
years subsequent to consent judg-
ments are non-usable. Likewise, if
an assessment has been adjusted in
thetwo yearsprior to theyear of sale
and the Freeze Act is in effect, the
saleisalso non-usable.

Alcoholic
Beverage

Enforcement

Several major enforcementinitiatives
are underway to combat noncompli-
ancewiththeretail salestax on alco-
holicbeverages.

P.L.1993, ¢.232(approved August 6,
1993) amendstheAlcoholicBeverage
statutesin R.S. 33: 1-26 to permit a
liquor licenseto be deemed property
subjecttolien, fees, interest and pen-
alty imposed by any Statetax law for
which alien may be attached. Previ-
ously only thelnternal Revenue Ser-
vicecouldseizeandsdll aliquor license.

TheDivision' slnvestigationsBranch
hasdevel oped guidelineswhichhave
been approved by the Director’ s Of -
ficefor the seizure and sale of liquor
licenses. These will only be under-
taken as a last resort after all other
enforcement measures have been
attempted.

Throughthemonth of May 1994, the
Divisionhasauctionedthree(3) liquor
licenseswith proceedsintheamount
of $260,000.

Suspensions of Alcoholic Beverage
licenses for nonpayment of taxes to
the Division of Taxation have also
been requested by Taxation and ap-
proved by Alcoholic Beverage Con-
trol, wheresignificantnoncompliance
exists. Taxation has requested that
theselicensesbesuspendeduntil such
timeasdll taxesduetotheDivisionare
paid.

continued on page 7
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Inadditiontotheseenforcementinitia-
tives, theDivision’ sOfficeof Crimina
Investigation is engaged in a joint
projectwiththeDivisionof Alcoholic
BeverageControl tocombat noncom-
plianceby acoholicbeverageretailers.
Agents from both agencies are per-
formingonsiteinspectionsstatewide,
which hasresulted to datein 29 cases
beingreferredtotheDivisionof Crimi-
nal Justice for prosecution. Sixteen
guilty pleas or verdicts and almost
$3,000,000 in tax assessments have
resulted.

Taxpayersand Preparersareurgedto
come forward concerning problems
that may exist in these areas. In most
circumstances, voluntary disclosures
will behelpful inreducingtheseverity
of civil and/or criminal sanctionsthat
will beimposed.

Criminal
Enforcement

Criminal enforcement actionsover the
past several monthsincluded:

March 11,1994 - Joseph P. Miller, the
owner of Spanky McFarland's Res-
taurant and Lounge in Ocean Town-
ship, was fined $105,000 and sen-
tencedtofiveyearsprobationfor fail-
ing to pay State salesand wagetaxes.
Miller wasindicted in February 1993
forfailingtopay $98,000in Sales Tax
between April 1989 and July 1992.

March 15,1994- Daniel J. Fitzpatrick
of Seaside Heightswas charged with
filingfalseStateincometax returnsand
homestead rebateapplicationsfor four
people, including adead person. The
purposeof filingthereturnswasnot to
pay moretaxesor collectarefund, but
to get the homestead rebates, which
ranged from $30 to $500.

$2Million Motor Fuds

Tax Judgment

March 18, 1994 - Petro AM
Ltd., Inc. and Gregory Plishka
were sentenced after pleading
guilty last August tothemisap-
plicationof entrusted property
and the property of govern-
ment. Thecorporational sohad
pleaded guilty tofailingtofile
returns or reportsin violation
of the State’ s motor fuels tax
laws. Thecorporatedefendant
was ordered to pay over $2
millioninmotor fuel stax resti-
tution. Gregory Plishka was
sentencedtofiveyearsinprison
and al so ordered to make res-
titution in the same amount as
thecorporation.

April 5,1994 - MariaC. Rodriquez, a
Howell Township bookkeeper, was
indicted by an Ocean County Grand
Jury on chargesof embezzlement and
filing fraudulent income tax returns.
Theindictment istheresult of ajoint
investigation with the Ocean County
Prosecutor’ sOffice.

April 18,1994 - Matthew J. Werneth,
president of JR Associatesof NJ, Inc.,
was sentenced on charges regarding
the failure to remit $82,421 of Sales
Tax that had been collected from pa-
trons of this bar located in Dunellen,
NJ. Thejudge ordered full restitution
of the tax to commence 30 days after
Mr. Werneth is released from jail.
Wernethwassentencedto 364 daysin
jail and 4 years probation.

Enforcement

Summary

Civil Collection ActionsQuarter
Ending - March 31, 1994
Compliance Activity personnel col-
lected atotal of $40.3 million for the

quarter ending March 31,
1994. Following isasummary of
enforcement actions.

Certificatesof Debt
After demandsfor payment were un-
successful, theDivisionentered 1,252
Certificatesof Debtin Superior Court
totaling $32.6 million.

Contact and Demand

Prior to the filing of Certificates of
Debt, the Division collected $36.1
million through normal collection
procedures.

Levies
TheDivisioncollected$2.3millionby
levying against 409 bank accounts.

Settlements

Another $1.6 millionwascollected by
closing 147 casesjust beforeseizurein
which the taxpayer paid taxes due
rather than have hisor her business
closed.

Tax Seizures

AftertheDivision hasexhausted all
other meansto collect the Statetaxes
duefromvendorswho cannot or will
not pay, thebusinesscan be* seized”
(closed) until some arrangement is
made for payment. When a seizure
occurs, theDivision closesthebusi-
ness and seizes any tangible assets,
such asinventory, machinery, fur-
niture, etc.

If theliability of theclosed business
isnotresolved, theDivision cansell
thebusinessassetsat publicauction
after 30days. If theamountsrealized
from the auction are not enough to
satisfy the entire debt, the Division
can seize the personal assets of the
responsibleofficerswheretrust fund
taxes (Sales Tax and Income Tax
Withholding) areinvolved.

A total of 23 businesseswere sched-
uled for seizurefor the quarter end-
continued on page 8
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" ing March 31, 1994. Of these,
20 businesses were actually closed
and 3 were left open, resulting in
collections of $300,000. A listing
of seized businesses appears on
pages 9 and 10.

Tax Briefs

Corporation BusinessTax
Allocation; Property Factor & Stor-
age Fees— A taxpayer raised aques-
tionabout storagefeesat publicware-
houses. Thestoragefeesarepaidata
per carton - per day rate. Inthetypical
case, thereisno definiteleaseasina
buildingrental or officerental.

The Division advised that New Jer-
sey would consider storage fees paid
toapublic warehouse asrent for Cor-
poration Business Tax purposes. Un-
der N.JA.C. 18:7-8.5(c), leased or
rented property is valued at 8 times
its annual rent. The storage fees
would beincludedinthiscalculation.
It does not appear that the fact inven-
tory existsin the property fraction af -
fectsthe way storage fees are treated
inthe property fraction for allocation
pUrposes.

ESOP Deduction — A taxpayer in-
guired astotheposition of the State of
New Jersey on deducting ESOPdivi-
dendsontheNew Jersey Corporation
Business Tax Return (CBT-100).
Under IRC section 404(a), the ESOP
dividends are a deductible item for
Federal purposes.

The Division advised that the Corpo-
ration Business Tax Act providesin
pertinent part that “...ataxpayer’sen-
tire netincome shall be deemed prima
facieto be equal inamount to thetax-
ableincome, before net operating loss
deduction and special deductions,
which the taxpayer is required to re-

port to the United States Treasury De-
partment for the purpose of comput-
ing itsfederal incometax...” N.J.S.A.
54:10A-4(k). Thus, deductions made
above Line 28 on the Federal Form
1120 would similarly bedeductiblefor
State purposes in arriving at Line 28
of Schedule A of CBT-100, and as
such the applicable ESOP deduction
would be reflected on the NJ CBT-
100 above Line 28 Schedule A.

Grosslncome Tax

Per Diem Lodging and Meals— An
inquiry wasmaderegardingwhether an
employerisrequiredtowithholdgross
income tax from per diem amounts
which cover lodgingand meals.

TheDivisionrepliedthat it followsthe
guiddinesof theInternal Revenue Ser-
vicein determining whether thevalue
of mealsandlodgingistaxablefor New
Jersey incometax purposes. Thus, the
per diem amountsfor mealsareinclud-
iblein grossincome aswages and sub-
ject towithholding unlessfurnished for
theemployer’sconvenienceand onthe
employer’s premises. Amounts for
lodging areincludiblein grossincome
and subject to withholding unless the
lodgingisfurnished for theemployer’s
convenience on the employer’s pre-
mises and is a condition of
employment.

SCorporation Losses—TheDivision
received aninquiry regarding whether
anindividual shareholder coulduse S
corporation|ossestoreduceother New
Jersey taxableincomeonthe NJ-1040,
now that New Jersey permits Scorpo-
ration status.

Thereply stated that such treatment is
not permitted under the GrossIncome
Tax Act. S corporation losses and in-
come are included in a new category
of income referred to as “net pro rata
share of S corporation income.” See

PL. 1993, ¢.173. This category is
the net amount of the shareholder’s
portion of S corporation income and
losses. The losses would not be de-
ductible against other categories of
income.

N.J.S.A. 54A:5-2 limitsthe offset of
gains in one category of income
againstlosseswhich occur inthesame
category of income. Consequently,
a taxpayer who is a shareholder in
more than one S corporation may re-
duce the net gain from one by using
the net loss from another, but cannot
use a net S corporation loss to re-
duce any other taxableincome.

A separateline for reporting net pro
rata share of S corporation income
will be added to the 1994 NJ-1040,
NJ-1040NR, and NJ-1041.

Sales Tax

Condominium Association Pur-
chases —A condominiumassociation
doesnot qualify asanexempt organi-
zationpursuanttoN.J.S.A. 54:32B-9;
thus, sales tax must be paid on the
purchase of taxable goods and ser-
vices. For example, repairing, main-
tainingand servicingreal property are
taxable services. N.J.S.A. 54:32B-
3(b)(4). Snow removal, clean-up of
commonaress, lawncutting, treetrim-
ming, and repairs to sewers, curbs,
sidewalks, etc. are all subject to tax.
Trash removal services are exempt
fromtax only if performedonaregular
contractual basisfor aterm not less
than thirty days.

Diplomatic/Consular Exemption —
TheDivisionreceivedarequestforan
ST-5 exemption certificate for New
Jersey salestax exemption documen-
tationfor aViceConsul at theConsu-
late General of Egypt in New Y ork.
TheVice Consul residesin New Jer-
sey and is seeking exemption from

continued onpage 10
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Division of Taxation Seizures
(January - March 1994)

Note: Businesseslisted may have satisfied their tax liability or otherwise come to agreement with the Division following the date of
seizure and may now be reopened:

County

Atlantic

Burlington

Camden

Cape May

Hudson

Mercer

Name/Address

Decor Art, Inc.

T/A Decor Art Galery

& Framing, Hamilton Mall
Mays Landing

Decor Art, Inc.
T/A Decor Art Galery

& Framing, Ocean One Mall

Atlantic City

Mohan Village Paint &
Hardware Co., Inc.

Seizure Date Business Type

2-17-94

2-17-94

1-11-94

Marlton Square Shopping Ctr.

Route 70
Marlton

Sidney & Gail L. Jirak
T/A Sid's Music

6 W. Camden Ave.
Moorestown

Belo Electronicsinc.
T/A Bell Radio & TV
1017 W. Marlton Pike
Cherry Hill

Petcare Industries, Inc.
1820 Garden Ave.
Cherry Hill

Genove, Inc.

T/A Venezia Ristorante
326 Cloverdale Avenue
Villas

The Dugout
1 Hudson Place
Hoboken

Michadl T. Exedaktilos
T/A Manukas Coffee Shop
230 East State Street
Trenton

T/C Cafe, Inc.

T/A Take It Easy Bar &
Liquor Store, 69-71 Rt. 156
Hamilton

Buzgo Radice, Inc.
T/A Jamey’s

700 Roebling Ave.
Trenton

3-30-94

2-1-94

3-22-94

2-2-94

3-16-94

1-27-94

2-2-94

3-10-94

Art Gallery/Frames

Art Gallery/Frames

Hardware Store

Music Store - Instruments,
Sheet Music, Instruction

Appliance Repair - TV's,
Radios, VCR’'s

Pet Supply Store

Restaurant/Bar

Restaurant/Fast Food

Coffee Shop

Liquor Store/L ounge

Small Bar & Restaurant

Status

Bankrupt
2-25-94

Bankrupt
2-25-94

Reopened
1-14-94

Closed

Closed

Closed

Reopened
2-7-94

Reopened

3-24-94

Closed

Closed

Closed

continued onpage 10
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¥ taxation seizuves - continued frompg. 9

County  Name/Address

Middlesex Asian Gardens, Inc.

T/A Asian Gardens

6 Edgeboro Rd. & Rt. 18

East Brunswick

HarbansSingh
T/A Sahib Restaurant

575 New Brunswick Ave.

Fords
Monmouth  Paisanos, Inc.
T/A Paesano’'s
78 Oceanport Ave.
W. LongBranch

Monmouth Video, Inc.
319 Main Street
Keanshurg

CraigL.Riley
T/IA CIsPlace
45 Third Ave.
LongBranch
Morris Skat, Inc.
T/A Skats
75 Maple Ave.
Rockaway
Ocean New Jersey Diamonds
Brokers, Inc.

853 Mill Creek Road, #4

Manahawkin

Somerset
618 East Main Street
Bridgewater

Union Athas Merkouriou

Gerald Debaro Plumbing

Seizure Date Business Type Status
2-16-94 Restaurant Reopened
2-17-94
2-16-94 Restaurant Reopened
2-23-94
1-25-94 Restaurant Closed
3-2-94 Video Shop Reopened
3-9-94
3-14-94 Luncheonette/Breakfast & Released Keysto Landlord
Lunch Trade 3-28-94
1-12-94 Bar & Restaurant Reopened
1-14-94
3-21-94 Jewelry Store Reopened
3-25-94
2-22-94 Plumbing Fixtures/Supplies Closed
2-15-94 Restaurant/Cafe Closed

T/A Colonial |1l Restaurant

1731 E. 2nd Street
Scotch Plains

tax briefs - continued from pg. 8

sales tax on his telecommunications
bills from his telephone company.

TheDivision advised that foreign dip-
lomatic and consular personnel issued
United States Department of Statetax
exemption cards by the Office of For-
eign Missions, U.S. Department of
State, Washington, D.C., are entitled

to New Jersey salestax exemption for
their telecommunications services
purchased in New Jersey. ST-5 ex-
emption certificates, issued to exempt
organizations, such as churches and
charities, but never to individuals,
would not be the proper exemption
documentation in this instance. A
photocopy (front and back) of the

Department of State Tax Exemption
Card would suffice to document this
exemption.

Additional information on diplomatic/
consular salestax exemptionin New
Jersey isavailablefor diplomatic/con-
sular personnel or New Jersey ven-
dors from the Division of Taxation,
Tax ServicesBranch.

continued on page 11
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tax briefs - continued from pg. 10

Fire Damage Cleanup & Repair —
In response to an inquiry concerning
damageandrepair it wasindicated that
servicessuchas cleaningdishes, glass-
ware, personal items, bric-a-brac, etc.,
damagedinahousefire, aresubjectto
sales tax as maintaining or servicing
tangible personal property under
N.J.S.A.54:32B-3(b)(2).

In addition, smokeor firedamageres-
toration work on buildings(real prop-
erty) is a service subject to sales tax
under N.J.S.A. 54:32B-3(b)(4) when
the serviceinvolves maintaining, ser-
vicing or repairing the real property.
Thereceiptsfrom smoke or firedam-
age restoration work for the contents
of buildings, such asfurniture or ap-
pliances, are subject to sales tax un-
der N.J.S.A. 54:32B-3(b)(2) for main-
taining, servicing or repairing tangible
personal property not held for salein
theregular course of business, except
any receiptsfrom laundering and dry
cleaning.

The laundering and dry cleaning ex-
emption would include (1) rug and
carpet cleaning, including theinciden-
tal charges of picking up and re-lay-
ing cleaned rugs and carpets; (2) on-
location rug and carpet cleaning per-
formed on the customer’s premises,
and (3) cleaning of upholstered fab-
rics, including cleaning of draperies
and other textile home furnishings.

A separately stated and identified
charge for cleaning (laundering) up-
holstery, carpets and rugs is exclud-
iblefrom thetaxable receipt for dam-
agerestoration services.

Please note that restoration work that
does not qualify as “laundering” as
explained above would be subject to
tax under N.J.S.A. 54:32B-3(b)(2).

Refrigerated Trailer for Farm Use
—Aninquiry was received regarding

the taxation of rentals of refrigerated
semi-trailersfor use by anursery.

A nursery qualifiesasafarm business
and may issue aFarmer’s Exemption
Certificate (Form ST-7) when appli-
cable. Theregulationsgoverningthe
application of the farm exemption,
N.J.S.A. 54:32B-8.16, provide ex-
emptionfor property used to preserve
farm productsupon thefarm premises,
and to prevent or deter the destruc-
tion, injury or spoilage of farm prod-
ucts, N.JA.C. 18:19.4(f)(5). Thus,
therental of arefrigeratedtrailer by a
farmer for such purposes is exempt
fromtax.

This exemption is only available to
farmers, defined as those who oper-
ate or manageafarmfor gain or prof-
its, N.JA.C. 18:24-19.2. Whenare-
frigeratedtrailer isrented to aflorist,
wholesaler, distributor, etc., for use
asstorage onthe premises (asopposed
to use in combination with a motor
vehiclequalified for exemption under
N.J.S.A. 54:32B-8.43), there are ho
exemptionsavailable under the law.

Services to Aircraft — The Division
received an inquiry concerning the
application of salestaxinNew Jersey
to the receipts from various services
performed ontheinterior and exterior
of aircraft.

The New Jersey Sales and Use Tax
Act subjectsthe services of maintain-
ing, servicing or repairing tangible per-
sonal property to sales tax under
N.J.S.A. 54:32B-3(b)(2). However,
the law also provides the following
exemption from tax:

“Receiptsfrom salesof aircraft
and repairs thereto including
machinery or equipment to be
installed on such aircraft and re-
placement partstherefor when
utilized by an air carrier asde-
fined by the Civil Aeronautics
Board or the Code of Federal

Regulations having its
principal place of operations
within the State and engaging
ininterstate, foreign, or intrast-
ate air commerce are exempt
from the tax imposed under the
Sales and Use Tax Act.”
N.J.S.A.54:32B-8.35.

The“repair” of tangible personal prop-
erty includes* maintenance” or servic-
ing such property. Thus, the follow-
ing servicesare exempt from salestax
when performed on aircraft qualified
for exemptionunder N.J.S.A. 54:32B-
8.35: Thesaleof cleaning and main-
tenance services performed onthein-
terior of air carrier airplanes. This
service may include such things as
cleaning and scrubbing, as well as
vacuuming, removing trash, stocking
items, emptying ashtrays, cleaning
windows, etc.; the sale of deicing ser-
vicesperformed on the exterior of air
carrier airplanes during the winter
months; and the sale of lavatory and
water services performed for air car-
rier airplanes. Such servicesinclude
removing wastefromthe plane'slava-
tory tanks, filling the plane'slavatory
tanks with chemicals, and filling the
plane’ sfresh water tanks; and the sale
of cleaning servicesperformed onthe
exterior of air carrier airplanes.

In Our Courts

Corporation BusinessTax
Allocation Factor May Include
Rental Property — Brunswick Cor-
poration v. Director, Division of
Taxation, Supreme Court of New Jer-
sey, Argued November 9, 1993;
Docket Number A-53-93, decided
March 30, 1994,

Brunswick Corporationisengagedin
the manufacture and sale of recre-
ational products and services in the
defense, aerospace and industrial

continued on page 12
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» fields. Brunswick contested the
deficiency tax assessments, interest
and penalties imposed by the Direc-
tor of the Division of Taxation (Di-
rector) in respect of Brunswick’s 1986
and 1987 Corporation Business Tax
(CBT) returns. During the years in
issue, Brunswick owned and leased
real property and tangible personal
property located in New Jersey.
Brunswick challenged the authority of
the Director to adopt a regulation,
N.J.A.C. 18:7-8.5(b), that adjuststhe
manner of calculating franchisetaxes
under the New Jersey Corporation
Business Tax Act (CBTA). The
CBTA assesses afranchisetax on al
corporations doing business in New
Jersey according to abusinessalloca-
tion factor that measures a
corporation’s business activity in the
State.

Brunswick contended that the chal-
lenged regulation isinconsistent with
N.J.S.A.54:10-6(A) becausethe Leg-
isatureintended to limit the meaning
of “taxpayer’s property” to property
owned by thetaxpayer. Accordingto
Brunswick, that legidlativeintent can
beinferred from: 1) theoriginsof the
CBTA; 2) dmost forty yearsof imple-
mentation by the Director limiting the
meaning of that section owned; and
3) the Legidature's failure to enact
statutory amendments that would
have accomplished the sameresult as
the new regulation. The Director, on
the other hand, believed that Sections
8 and 27 of the CBTA granted the
authority to promulgatethe regulation
atissue.

The Tax Court sustained the
Director’sauthority to adopt the regu-
lation. That Court found that theterm
“taxpayer’s property” isneutral asto
whether the alocation factor includes
or excludesrental property. The Tax
Court aso concluded that it isreason-

able to infer that the Legidature in-
tended to grant to the Director broad
discretion as to how the property
should be computed, in order to re-
flect the change from net worth to net
income and thelegidativedirectiveto
tax income measured by capital em-
ployed. The court found that infer-
ence confirmed by an examination of
Section 8 of the CBTA as interpreted
by the Supreme Court in Metromedia,
Inc. v. Director of the Division of
Taxation, 97 NJ 313 (1984).

The Appellate Division had affirmed
the Tax Court’sdecision substantially
for the reasons stated by that Court.
The Supreme Court granted certifica-
tion. The Supreme Court held that the
regulation, N.J.A.C. 18:17:7-8.5(b),
adopted by the Director of the Divi-
sion of Taxation, which included New
Jersey property rented by a taxpayer
in calculating the percentage of the
taxpayer’snet income properly attrib-
utableto the State, was not beyond the
authority granted to the Director un-
der the enabling legidlation of the Cor-
poration Business Tax Act.

The Supreme Court stated that the de-
cision of the Tax Court was affirmed
substantially for the reasons expressed
in Judge Lasser’sopinion. The Court
concluded that the Legislature vested
in the Director broad authority to ad-
just the property factor. TheDirector’s
authority to define that factor derives
from Sections 8 and 27 of the CBTA.
Through these sections, the Legidature
has painted with abroad brush, intend-
ing that the Director supply thedetails
through the promulgation of regula-
tions. Becausethe description of prop-
erty does not include the term
“owned,” thelanguage of Section 6(A)
permitsan interpretation that includes
leased property. The Director could
properly concludethat alessee should
pay itsfair share of the cost of public

benefits and services that it uses to
generate profits. In view of the
changesin economic conditions, the
Director needsthe authority to adapt
the Division's regulations to assess
more accurately theincomeof ales-
seethat isreasonably attributableto
this State. If the Director has
misperceived that authority, the Leg-
islature may override the regulation
through the appropriate legidation.

Net Operating L ossafter Merger -
Richard’s Auto City, Inc. v. Direc-
tor, Division of Taxation, A-2194-
92T1; decided February 1, 1994.

On October 31, 1986, Catena, Inc.
merged into Auto City, leaving Auto
City as the surviving corporation.
The functions of Catena, Inc. were
assumed by the leasing department
of Auto City. Auto City claimedasa
deduction on its 1986 corporation
businesstax return the net operating
losses incurred by Catena, Inc. dur-
ing thetax years prior to the merger.
These losses were incurred as are-
sult of an accelerated depreciation
method that was available at thetime
for leased automobil es.

The issue was whether N.J.A.C.
18:7-5.13(b) wasvalid as consistent
with N.J.S.A. 54:10A-4(k)(6). The
regulation providesthat “[t]henet op-
erating lossmay only be carried over
by the actual corporation that sus-
tained theloss,” however, it may “be
carried over by the corporation that
sustained the loss and which is the
surviving corporation of a statutory
merger.”

N.J.S.A. 54:10A-4(Kk)(6) permits
carryover losses but is silent as to
whether those losses may be carried
over in amerger or reorganization.
Plaintiff notesthat the language and
legidative history of 54:10A-4(k)(6)
and the scheme of the New Jersey

continued on page 13
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tax actsevidenceanintent by the Leg-
idlature to afford net operating loss
carryoversat the Statelevel the same
treatment as provided at the Federa
level under thel.R.C. Under subsec-
tion 381 of the |.R.C., the transferee
corporation of astatutory merger may
carry over the net operating losses of
thetransferor corporation.

The Court held that although N.J.S.A.
54:10A-4(k)(6)(D) isnot explicit, un-
der thereasoning of Helvering v. Met-
ropolitan Edison, 306 U.S. 522
(1938), since the successor corpora-
tion is liable for the debts, it should
also be provided thetax attributes, in-
cluding the net operating lossesinthis
case, subject of course, to the limita
tions of subsection (D). The State's
proclaimed interest in providing anon-
hostile economic environment for
business, asimplemented by the stat-
ute, favorsthisresult.

N.J.SA. 14A:10-6isakintothe hold-
ing of Metropolitan Edison. Thus,
the corporate personality of thetrans-
feror isconsumed by that of thetrans-
fereeand thetransfereewasliablefor
the debts of the transferor. There-
fore, it was not unreasonabl e to con-
cludethat thetax attributes of the pre-
decessor corporation actually become
thetax attributes of the surviving cor-
poration. Because Catena, Inc.
merged with Auto City, Auto City in-
herited the obligations and liabilities
of Catena, Inc. and should also in-
herit therightsand privileges, such as
the tax attributes. It followsthat the
tax attributes of the predecessor cor-
poration are inherited by the surviv-
ing corporation, subject to the “pri-
mary purpose’ limitation of
subsection (D).

There was no change in the trade or
business of Catena, Inc. Further,
thereisnothing in the record to indi-

cate that the primary purpose of the
merger was to permit Auto City to
usethe net operating losses of Catena,
Inc. Thesituationisnot one of abuse
wherein 54:10A-4(k)(6)(D) seeksto
disallow the deduction.

L ocal Property Tax

Floating Docks Deemed to be Real
Property — John Taylor and Jean
Taylor v. Township of Lower, No. 05-
05-8680-90S, 1993 WL 520581 (Tax
Court, August 30, 1993).

In the case of Taylor v. Township of
Lower, the Tax Court of New Jersey
held that floating docks and finger
pierswhich were part of amarinacon-
dominium were real rather than per-
sonal property and subject to prop-
erty tax assessment as such. The
docksand piersin question, although
floating, had infrastructure for built-
inelectrical systems; were constructed
to remain in place twelve months a
year; and were laid out so that they
could not be changed without amend-
ing the master deed. Based on these
characteristicstheinstall ation was con-
sidered permanent. In applying the
Business Retention Act, the Court
found that the docks and piers were
not exempt from real property taxa-
tion as they did not fit the definition
of machinery, apparatusor equipment;
nor were they used or held for usein
business. The judge concluded “the
fact that the docks and piers float to
accommodate the ebbing and flowing
of tides does not distinguish these
docksand piers, for local property tax
assessment purposes, from piers and
docks permanently installed.”

Outdoor Billboard Signs Deemed
to be Real Property — R.C. Max-
well Co. and Scola, Inc. v. Gallo-
way Township, No. 012330-92 (Tax
Court, December 9, 1993).

In another case (RC. Max- ™}
well and Scola, Inc. v. Galloway
Township), thetaxpayer contested the
taxation of billboardsasreal property
by Galloway Township. The subject
billboardswerefour wooden A-frame
structureswith metal componentsthat
display outdoor advertising. They
were erected by R.C. Maxwell Com-
pany on land leased from Scola, Inc.
Theplaintiff contended that abillboard
ispersonal property, animpermanent
structure not affixed to the ground,
which can be removed or disas-
sembled without material injury to ei-
ther the land to which it is affixed or
to the billboard itself. Plaintiff fur-
ther argued that the billboard was not
intended to be affixed permanently to
the property as evidenced by thetwo-
year |ease agreement entered into be-
tween the landowner and itself,
whereby it maintains the right to re-
movethebillboard. Itsimpermanence
was expressed by the lease and un-
derstood withinthe billboard industry.
Then, the plaintiff alleged that thebill-
boardswere* apparatus or equipment”
as defined in the Business Retention
Act and thus were exempt from real
property taxation. First, the judge
found that the billboards did not fall
within the definition of “apparatus or
equipment” as defined in the act and
even if they did, they would not be
excepted because a billboard is a
“structure.” N.J.SA. 54:4-1.15 de-
fines*“ structure” as*any assemblage
of building or construction materials
fixed in placefor the primary purpose
of supporting...property.” The judge
continued “upon dismantling and re-
moval of thebillboard, ...thereresults
no material injury tothereal property;
however, | find to the contrary rela-
tivetothebillboarditself” inthat “itis
practically impossibleto disassemble
abillboard without material injury to

continued on page 14
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" the billboard.” Concerning the
plaintiff’sclaimthat thebillboardsare
ordinarily not intended to be affixed
permanently, thejudgefound “that bill-
boards are ordinarily maintained and
retained where originally constructed
for the duration of their economic or
useful life and that practice indicates
an intent for billboards to be perma:
nently affixed to the land.” In fina
summary, thejudge held that outdoor
billboard signs are taxable as real

property.

Tax-SaleCertificatesFraud/M utual
Mistake — Appellate Division:
Simon et al. v. Deptford Township,
Supreme Court of New Jersey, A-
5879-91T3; decided March 14, 1994.

Where no representations were made
regarding the property for which the
tax-sale certificate wasissued, thedoc-
trine of mutual mistake should not ap-

ply. Since the tax collector testified
that she was not aware of any envi-
ronmental problemsand the purchaser
subsequently discovered that the prop-
erty had been used as alandfill, there
was nothing to suggest amisrepresen-
tation, deliberate conceal ment or non-
disclosure by the tax collector, or that
the township deliberately kept the tax
collector in the dark concerning the
problems at the property and, there-
fore, the purchaser’s fraud claim was
properly dismissed.

In Our Legislature

Corporation BusinessTax
Surtax Discontinued—P.L.1994,c.3
(signed into law on March 7, 1994)
eliminatesthesurtax effective January
1, 1994, and provides a formula for
determining an adjusted surtax ratefor
taxpayers with accounting periods
ending between 1/1/94 and 6/30/94.

Grosslncome Tax

Decreasein Tax Rate— P.L. 1994,
c.2(signedintolawonMarch7,1994)
reducesgrossincometax rates5%for
all taxpayers.

This bill is effective for tax years
beginning January 1, 1994 and
thereafter.

Increase in Income Threshold —
P.L. 1994, c.8 (signed into law on
March 16, 1994) increases the in-
comethresholdfor qualifyingfor ex-
emptionfrom incometax. For single
individuals, estates and trusts, and
married couplesfilingjointly, thein-
come threshold is increased from
$3,000 to $7,500. For amarried per-
sonfiling separately, thethresholdis
increased from $1,500 to $3,750.

The bill is effective for tax years
beginning on and after January 1,
1994.

tax calendar

July

1 3 4 5 6 7 8 9
g 10 n 12 13

16
9 7 18 19 20 23
4 24 25 26 27 28 29 30
31
July1l

CWIP-1 Cigarette Tax—Informational
report by wholesalers
Cigarette Tax—Informational

report by wholesalers

July 15

CBT-100 Corporation Business Tax—
Annual return for accounting
period ending March 31
continued

CWIP-2

July 15 - continued

CBT-150 Corporation Business Tax—
Installment payment of estimated
tax for 4th, 6th, 9th or 12th
month of current tax year
Gross Income Tax—
Employer’s semi-monthly,
monthly and quarterly returns

July 20

CR-1 & Cigarette Tax—Monthly report
CNR-1  of cigarettes sold or used by
distributors, manufacturers,
representatives and consumers
Motor Fuels Tax—Distributor’s
monthly report of gallons of fuel
sold or used

Motor Fuels Tax—Jobber’s
monthly report of gallons of fuel
Motor Fuels Tax—Monthly
report by seller-user of special
fuels for sales and/or use in the
previous month

NJ-500

GA-1D

GA-1J
MFT-10

continued

July 20 - continued

SCC-5  Spill Compensation and
Control Tax—Monthly return

ST-20 New Jersey/New York
Combined State Sales and
Use Tax—Quarterly return

ST-50 Sales and Use Tax—Quarterly
return

ST-250 Combined Atlantic City
Luxury Tax/State Sales Tax—
Monthly return

ST-350 Cape May County Tourism
Sales Tax—Monthly return

TP-20 Tobacco Products Whole-
sale Sales and Use Tax—
Monthly return

UZ-50 Combined State Sales Tax/
Urban Enterprise Zone
Sales Tax—Monthly return

July 25

PPT-40 Petroleum Products Gross

Receipts Tax—Quarterly
return



Summer 1994

28 29 30 3L

August 1
NJ-500 Gross Income Tax—
Employer’s semi-monthly and

semiannual returns

August 10

CWIP-1 Cigarette Tax—Informational
report by wholesalers
CWIP-2 Cigarette Tax—Informational

report by wholesalers

August 15

CBT-100 Corporation Business Tax—
Annual return for accounting
period ending April 30
continued

August 15 - continued

CBT-150 Corporation Business Tax—
Installment payment of estimated
tax for 4th, 6th, 9th or 12th
month of current tax year
Gross Income Tax—
Employer’s semi-monthly

and monthly returns

August 22

CR-1 & Cigarette Tax—Monthly report
CNR-1  of cigarettes sold or used by
distributors, manufacturers,
representatives and consumers
Motor Fuels Tax—Distributor’s
monthly report of gallons of fuel
sold or used
Motor Fuels Tax—Jobber’s
monthly report of gallons of fuel
Motor Fuels Tax—Monthly
report by seller-user of special
fuels for sales and/or use in the
previous month
Spill Compensation and
Control Tax—Monthly return
New Jersey/New York
Combined State Sales and
Use Tax—Monthly return
continued

NJ-500

GA-1D

GA-1J

MFT-10

SCC-5

ST-21

August 22 - continued

ST-51 Sales and Use Tax—Monthly
return

ST-250 Combined Atlantic City
Luxury Tax/State Sales Tax—
Monthly return

ST-350 Cape May County Tourism
Sales Tax—Monthly return

ST-451 Sales and Use Tax—Salem
County—Monthly return

TP-20 Tobacco Products Whole-
sale Sales and Use Tax—
Monthly return

Uuz-50 Combined State Sales Tax/

Urban Enterprise Zone
Sales Tax—Monthly return

August 25

PPT-41 Petroleum Products Gross
Receipts Tax—Monthly return

August 31

NJ-500 Gross Income Tax—
Employer’s semi-monthly return

september

TUE. WED. THU. FRI. SAT.
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September 12

CWIP-1 Cigarette Tax—Informational
report by wholesalers
CWIP-2 Cigarette Tax—Informational

report by wholesalers

September 15

CBT-100 Corporation Business Tax—
Annual return for accounting
period ending May 31
Corporation Business Tax—
Installment payment of estimated
tax for 4th, 6th, 9th or 12th
month of current tax year
continued

CBT-150

September 15 - continued

NJ-500 Gross Income Tax—
Employer’s semi-monthly and
monthly returns

NJ- Gross Income Tax—Declara-

1040ES tion of Estimated Tax for calendar

filers

September 20

CR-1 &
CNR-1

Cigarette Tax—Monthly report
of cigarettes sold or used by
distributors, manufacturers,
representatives and consumers
Motor Fuels Tax—Distributor’s
monthly report of gallons of fuel
sold or used
Motor Fuels Tax—Jobber’s
monthly report of gallons of fuel
Motor Fuels Tax—Monthly
report by seller-user of special
fuels for sales and/or use in the
previous month
Spill Compensation and
Control Tax—Monthly return
New Jersey/New York
Combined State Sales and
Use Tax—Monthly return
continued

GA-1D

GA-1J

MFT-10

SCC-5

ST-21

September 20 - continued

ST-51 Sales and Use Tax—Monthly
return

ST-250 Combined Atlantic City
Luxury Tax/State Sales Tax—
Monthly return

ST-350 Cape May County Tourism
Sales Tax—Monthly return

ST-451 Sales and Use Tax—Salem
County—Monthly return

TP-20 Tobacco Products Whole-
sale Sales and Use Tax—
Monthly return

Uz-50 Combined State Sales Tax/

Urban Enterprise Zone
Sales Tax—Monthly return

September 26
PPT-41 Petroleum Products Gross

Receipts Tax—Monthly return

September 30
NJ-500 Gross Income Tax—

Employer’s semi-monthly return
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Refinancing of Motor Vehicles

Division Director, 2 NJ Tax 47, 1980.)

4 from the divector’s desk

New Bulletins NJ Tax Question? Send your questions to:

What are the tax implications of automobile dealers entering into refinancing agreements with
customers? When acustomer transfersamotor vehicleto the dealer who pays off the current loan, and then
the deal er transfers ownership back to the customer to enter into anew financing agreement at alower rate,
the deal er would treat the transaction as atrade-in where the customer “buysback” the vehiclefor the same
amount as the trade-in allowance. The New Jersey Sales and Use Tax Act recognizes an exemption for
security transactions. The distinction between a completed sale and a sale for financing purposes is based
upon economic realities and the intent of the parties. This transaction would qualify for exemption as a
financing arrangement. (See N.J.S.A. 54:32B-2(e)(3)(G) and Monmouth Airlines, Inc. v. Taxation

~

TheDivisioniscurrently working
on a new publication. The Busi-
ness Incentive Tax Package
Packet will be comprised of a
series of Technical Bulletins on
the various laws that make up the
Business Incentive Tax Package.
All personsonour mailinglist will
receive this publication when
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